Chapter 1 

APPOINTMENT AND PROCEDURE 

1. The Central Advisory Water Committee at its meeting of the 4th May 1960, 
appointed a sub-committee under the chairmanship of Sir Keith Joseph, Bart., 
then Parliamentary Secretary to the Ministry of Housing and Local Govern- 
ment, with the following terms of reference: 

“To review the possible methods of determining water charges, with 
particular reference to the importance of encouraging economical use of 
water; to consider whether maximum charges should be prescribed by 
enactment or whether there are more appropriate means of securing the 
interests of consumers; and to make recommendations”. 

2. Invitations to become co-opted members were accepted by Messrs. A. E. 
Fordham, K. M. Hepburn, S. W. Hill, R. C. Jenking and Sir Herbert Pollard. 
Assessors appointed by the Ministry of Housing and Local Government have 
attended and taken part in all our meetings. 

3. Upon the appointment of Sir Keith Joseph as Minister of State, Board of 
Trade, the Central Advisory Water Committee in December 1961 appointed 
Mr. John Cockram chairman of the sub-committee. 

4. It is with deep regret that we have to record the death of Mr. Lewis in March 
of this year. Mr. Lewis had made a valuable contribution to our work. 

5. Written evidence was invited generally through the Press and directly from 
bodies which might be expected to have an interest in water charges. Those 
which accepted the invitations are listed in Appendix I and those which also 
gave oral evidence are marked with an asterisk. Further information was also 
sought from the bodies which are listed in Appendix II. 

6. We have met 16 times and carefully considered all the evidence before us, 
both written and oral, and have arrived at the unanimous conclusions contained 
in this report, which we now have the honour to submit. 

Chapter 2 

HISTORICAL BACKGROUND 

7. Legislation affecting water supply in general, and water charges in particular, 
has grown piecemeal. As a result there are fairly wide variations in the ways 
in which water undertakers raise their income. 

8. The original conception of water supply was as a sanitary service. Only 
since 1945 have statutory water undertakers been under a general obligation to 
supply water for any purpose other than domestic use. All the earlier legislation 
therefore related to charges made for domestic and allied uses. 

9. City corporations and ecclesiastical bodies have supplied water from a very 
early period and there are charters dating from the first half of the fifteenth 
century giving water supply powers to towns such as Southampton, Kingston 
upon Hull and Bath. It was not until public attention was drawn to the defective 
state of water supplies as the result of epidemics in the nineteenth century that 
any general legislation was enacted. Statutory water undertakers, both com- 
panies and local authorities, derived their powers direct from Parliament but in 
1847 and 1863 the Waterworks Clauses Acts were passed. These Acts set a 
pattern for water undertakers to incorporate in their own Acts. Amongst the 
provisions was a power to levy water rates on consumers. 
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10. The Public Health Act of 1875 gave general powers to urban and rural 
sanitary authorities to supply water and incorporated many of the powers con- 
tained in the Waterworks Clauses Acts, including that of levying water rates 
and making charges. The provisions relating to water in the 1875 Act were re- 
enacted with some modifications in the Public Health Act 1936, which remains 
the statutory power for many local authority water undertakings. 

11. The next major change came with the Water Act 1945. Apart from the 
specific provisions of the Act itself, which for the first time placed an obligation 
on undertakers to supply water for non-domestic purposes, the Third Schedule 
set out a new general code in substitution for the Waterworks Clauses Acts. 
By the procedure of ministerial order this code can be applied to statutory 
water undertakers operating under local Acts and orders. The Fourth Schedule 
substituted certain provisions of the Third Schedule for the provisions of the 
Waterworks Clauses Acts previously included in the Public Health Act 1936 
but did not apply the Third Schedule charging provisions to Public Health Act 
undertakings. 



Chapter 3 

PRESENT POWERS AND METHODS OF IMPOSING 
WATER RATES AND CHARGES 

12. The term “water rate” means in respect of a supply of water a payment 
calculated at an amount in the £ on the annual value (as explained in paragraph 
15) of the premises served; “water charges” covers all other payments for water 
supplied including payments in respect of a quantity of water recorded by 
meter and fixed payments for specific purposes. 

13. Statutory water undertakers fall into three main groups as far as powers 
to levy rates and charges are concerned. These are: 

(a) local authorities operating under the Public Health Act 1936; 

( b ) local authorities, companies and joint boards operating under local 
Acts and orders and which have adopted the Third Schedule to the 
Water Act 1945; 

(c) local authorities, companies and joint boards operating under local 
Acts and orders but which have not adopted the Third Schedule to the 
Water Act 1945. 

There are variations of detail within the groups. 

14. The policy of regrouping water undertakings into larger and more 
economical units is reducing the number of local authority undertakings 
operating under the Public Health Act 1936, but at the end of August 1962 
half the undertakers in England and Wales (282 out of a total of 563) still 
derived their powers from that code. Despite their number, however, the Public 
Health Act undertakers supply less than 10 per cent of the population. Of the 
remaining water undertakers, about half have adopted the Third Schedule 
charging provisions. 

15. Under all codes the normal method of charging for water used for domestic 
purposes is one based on the annual value of the premises supplied. Usually 
“net annual value” is taken, although exceptionally it might be “gross annual 
value” or “gross estimated rental value” as defined in the particular Act or 
order. There is provision for fixing a minimum charge which may apply in 
cases where the value is very low. There is usually supplementary provision for 
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water for domestic purposes to be given on terms to be agreed between the 
undertakers and the consumer, and for supplies to be metered in certain cir- 
cumstances. 

16. A local authority supplying water under the Public Health Act may, at 
their discretion, meet the undertaking’s deficits from, or apply its surpluses to, 
the general rate fund. The amount of financial assistance which undertakers 
operating under local Acts and orders (including those which have adopted the 
Third Schedule) can obtain from general rate fund contributions is limited by 
the terms of the Act or order. These Acts and orders usually prescribe the 
circumstances and manner in which subventions from the general rate fund 
may be made. 

17. Where water is required for other than domestic purposes, e.g. in industry 
or agriculture, supplies are usually given by meter. In accordance with section 27 
of the Water Act 1945*, the terms on which water is supplied for non-domestic 
purposes are subject to agreement between the water undertakers and the con- 
sumer or failing agreement, to determination by the Minister, or an arbitrator 
appointed by him. 

18. From the evidence received, there is no general or substantial dissatisfaction 
with present methods of charging for water but specific and strong complaints 
have been made about the practice of relating charges to the annual value of 
commercial premises. Complaints have also been made in respect of the basis 
of charging for water supplied for building purposes. Most of the evidence 
received indicates that greater uniformity among undertakings in the basis of 
charges would be welcome. 



Chapter 4 

GENERAL PRINCIPLES 

19. Our terms of reference require us to consider methods of determining water 
charges with particular reference to the importance of encouraging economy 
in the use of water. Almost all the evidence brought to us has suggested that 
economy is unlikely to be achieved by any reasonable system of charges whilst 
the cost of water remains at anything like its present low level. Much as we 
would like to be able to report otherwise, we are bound to advise that economy 
in the use of water must at present be sought by means other than the framing 
of charging codes. 

20. We stress that the cost of obtaining water is rising as the more accessible 
sources are being fully exploited and It becomes necessary to develop more 
costly sources. We are advised that sufficient water can be made available to 
meet all legitimate demands for many years to come provided plans are made 
well ahead, and suitable measures of conservation are taken. We feel therefore 
that it should be the duty of all water undertakers to meet all reasonable needs, 
subject to the receipt of a payment commensurate with the cost of satisfying the 
consumer’s demand on the undertaking. 



* The view is widely held that maximum charges for water supplied by meter prescribed in 
Acts and orders (other than charges prescribed for a particular purpose or in respect of 
particular premises) apply to supplies for any purpose. We are advised that the general 
statutory power to give and receive supplies for non-domestic purposes is Section 27 of the 
Act of 1945 ; and although in practice most non-domestic supplies are offered and accepted 
on the meter tariff applicable to domestic supplies, the position strictly is that the terms for 
such supplies are subject to agreement between the water undertakers and the consumer in 
accordance with Section 27. 
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21. We should not think it right to advocate any principle of charging which 
would reduce the amount of water used for domestic or public purposes in 
such a way as to curtail the benefit to the public health which a readily available 
and cheap supply of wholesome water has undoubtedly brought. On the con- 
trary a full use of water should be encouraged but waste should be strictly 
checked. Water supplied by statutory undertakers is now used for purposes 
far beyond sanitary needs. Large industrial and farming demands are met. 
We think that the time has come for water to be regarded as a commercial com- 
modity just as much as a social necessity and that it ought to be paid for as 
far as possible on a quantity basis. 

22. In keeping with this principle, we recommend that all water undertakers 
should seek to obtain their income from water rates and charges. Only ex- 
ceptionally should the general rate be called upon to meet deficits ; we do not 
think that any surplus arising on the water undertaking should be used for any 
purpose outside the undertaking. 

23. One class of consumer should not subsidise others. If different methods of 
charging are applied to different classes of consumer, then so far as possible 
the charges levied should be such that each class pays for the water it uses. 

24. Under present law, the purpose for which Water is used determines both the 
extent of the obligation of the statutory undertakers to supply it and the basis 
of charge. A consumer needing water for domestic purposes — that is, for 
cooking, cleaning, washing and sanitary purposes — can require a sufficient 
supply to be provided on payment of the water rate, whether the supply be 
required in a dwelling or in any other premises. There is no absolute right to 
receive a supply for other than domestic purposes, though such a supply must 
be afforded unless domestic supplies would thereby be endangered. The under- 
takers have no power to levy a water rate for non-domestic supplies. 

25. Our terms of reference do not extend to consideration of the supply obliga- 
tions placed upon statutory water undertakers. As far as charging arrangements 
are concerned, however, our opinion that water should be paid for on a quantity 
basis necessarily leads us to conclude that the purpose for which water is used 
should have no part in determining the method of charging or the amount to 
be paid. We therefore recommend that for charging purposes the distinction 
between domestic and non-domestic uses of water should be abandoned. 

26. To advocate payment by reference to quantity used implies support to the 
proposition that supplies should in every case be metered. This would be an 
ideal solution. But, as will appear, practical considerations forbid it. In any 
event it is not worthwhile when the amount of water used is small. 

27. Despite our proposal to abandon the distinction between domestic and 
non-domestic supplies for charging purposes, it will be convenient, because of 
the way in which evidence was submitted to us, to arrange the record of our 
findings by reference to various types of supplies. 



Chapter 5 

WATER USED IN DWELLINGS 

28. Much of the evidence we have received advocates metering of all supplies 
as being the fairest method of charging for water and the only method which 
could ensure a measure of economy in the quantity used. But, with one or two 
exceptions, witnesses have conceded that the cost and the physical difficulties 
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of installing meters make it impracticable at the present time. Even if meters 
in sufficient quantities were to be made available we think that their capital 
cost together with the cost of installing, maintaining and reading them would 
be out of proportion to the cost of the water supplied. Our information suggests 
that it would cost about £2 yearly to meet capital and running costs of each 
metered supply, apart from the cost of providing the water. This is more than 
many householders pay at the present time for their water supply. We have 
also sought information from overseas countries where the practice of metering 
is more widespread. The consumption per capita in many parts of the United 
States of America is far higher than in this country. In these conditions the cost 
of metering in relation to the cost of providing water is not disproportionately 
large. On the other hand in countries where water consumption is similar to 
our own, the advantages of metering are very marginal. For example, in Belgium 
about three-quarters of the consumers do not exceed the “free” allowance of 
water to which their basic payment entitles them.rso that in these cases the 
meter is largely ineffective. We have therefore concluded that we should not be 
justified in recommending the universal metering of supplies. This conclusion 
would merit review if the cost of water were to rise greatly or there were signifi- 
cant increases in water constunption. 

29. Other methods which have been suggested to us are: — 

(i) A charge based on floor area. 

(ii) A charge based on the number of rooms. 

(iii) A charge based on the number of residents. 

(iv) A charge based on the number of water fittings. 

(v) An annual charge identical for every house supplied, which would 
cover the use of water for all purposes in and around the house, 
including garden watering. 

(vi) An annual charge similar to (v), but varying according to broad bands 
of net annual value. 

30. There was relatively little support for the first four methods and we consider 
that the administrative difficulties involved would seriously outweigh the benefit, 
if any, which might be derived. Moreover we think that (iv) might have the un- 
desirable effect of discouraging the use of water for sanitary purposes. 

31. We gave careful consideration to method (v) but decided that it would be 
difficult to defend a system which made the same charge to a cottage and a 
mansion. Further, we thought that there ought to be provision for making a 
separate charge for water used for such purposes as watering gardens. 

32. We discussed the merits of method (vi) and came to the conclusion that it 
offered no advantages over the traditional method of basing charges on the 
specific net annual value of the pretnises fib our view such a method offered 
little, if any, administrative economy, and was open to criticism on the grounds 
that it operated unfairly at the points of change from one band of net annual 
value to the next. 

33. The levying of water rates based on the annual value of the premises has 
been the traditional way of raising water income for the past hundred years. 
The evidence we have received has been very divided on the merits of this 
system. Consumers, particularly those engaged in retail trade, tend to dismiss 
it as being outmoded but local authorities and those bodies concerned with the 
collection of water rates and charges find merit in the fact that machinery 
which already exists for compiling and keeping up to date valuation lists need 
not be duplicated in making water rate assessments. We recognise that the net 
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annual value of a house frequently does not correspond to the potential use of 
water in it, for among other things, this value reflects situation. Similar proper- 
ties in different parts of the area of a water undertaking have always varied in 
value and as limits of supply broaden as a consequence of re-grouping, this 
tendency to variation is accentuated. Nevertheless, no one has been able to 
suggest a practicable alternative basis of charge which in our view is any simpler, 
easier to administer, more equitable, more readily understood by the consumer 
or which would not add to the cost. We therefore recommend the retention of a 
system of charging related to net annual value although we are aware that the 
system is not ideal. 

34. We think, however, that there is justification for a higher minimum charge 
than is often made at present. Many water undertakers' — including some of the 
larger ones— are still making minimum charges, sometimes as little as ten or 
fifteen shillings a year, which were fixed many years ago and which bear no 
relation to the cost of the. service provided in the light of present day money 
values. We have reason to believe that the cost of keeping a supply available— 
that is the cost of works associated with the premises and administrative 
costs— cannot be less than ten shillings a year. We therefore suggest that, having 
regard to the cost of water likely to be used, a realistic figure for a minimum 
charge would be in the region of fifty shillings a year and indeed there is 
justification for a substantially higher minimum charge in the areas of some 
undertakings by reason of local costs. 

35. Despite the recommendation in the previous paragraph, it is arguable that 
water charges should not be increased where a house is lacking in standard 
amenities. We should not quarrel with water undertakers who decided not to 
impose the recommended minimum charges on sub-standard houses although 
we should expect difficulties in defining the premises to which any concession 
should apply. On the other hand, we cannot think that it would nowadays be 
an injustice to charge up to a shilling a week as a minimum for water, even if 
there were only one tap in the house. 

>i VY 

Garden Watering 

36. Some of the evidence we have received has suggested that water used for 
watering gardens, washing cars and other ancillary purposes in and around the 
home should be included in the water rate on the grounds that, an extra charge 
is difficult to enforce. We are satisfied, however, that the amount of water 
which may be used for these purposes, particularly where a sprinkler is used for 
garden watering, is sufficiently large to warrant supplementary payment by the 
consumer. In certain areas garden watering creates very high peak demands. 
These demands necessitate the enlafgement of the distribution system, the pro- 
vision of additional sources, together with additional pumping and treatment 
plant, resulting in capital expenditure which would not otherwise be incurred. 
On the other hand it may not be so easy for water undertakers to impose 
restrictions on the use of hosepipes, sprinklers and similar equipment when a 
specific payment is being made in respect of their use unless the water under- 
taker is prepared to make refunds in respect of any periods when their use is 
prohibited. 

37. We recognise that the problem is not the same for all water undertakers. 
For example, in areas where the supply involves pumping from underground 
resources the additional pumping costs may be heavy. Such costs are not 
incurred where the supply is derived by gravity from impounding reservoirs 
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but in both cases expensive treatment may be required. In some areas, also, 
garden watering gives rise to only a minor demand for water, even in a dry 
summer. For this reason we would not think it right to compel all water under- 
takers to charge for garden watering but by and large we think that it would be 
reasonable to impose charges as follows : — 

(a) a fixed additional annual charge for the use of a hose-pipe without a 
sprinkler attachment; 

( b ) a further fixed annual charge where a sprinkler or perforated hose-pipe 
is used ; 

(c) by meter if the water undertaker considers the amount of water likely 
to be taken for garden watering would, if charged for at the current 
meter rate, result in a charge in excess of the appropriate additional 
charges under (a) and (i) above. This is an alternative to our later 
recommendation which would involve metering the whole water supply 
to the premises (see paragraph 47). The cost of installing the meter 
should be borne by the water undertakers in these circumstances. The 
minimum charge should be that provided under (a) or (a) and ( b ) 
above as may be appropriate. 



Chapter 6 

WATER USED IN COMMERCIAL AND SIMILAR PREMISES 

38. We have found more dissatisfaction amongst consumers in commercial 
premises or in workshops, factories and similar premises whose only use of 
water is for the domestic purposes described in paragraph 24 than in any other 
class of consumer. It is a fact that in many cases where the water rate has been 
assessed on the net annual value of the premises the consumer is paying dearly 
for the amount of water used. This is particularly apparent where supplies have 
been metered under the terms of section 49 of the Third Schedule to the Water 
Act 1945 but the quantity of water used has not been sufficient to prevent 
levying the minimum charges imposed by sub-section (3) of that section — i.e. 
the amount that would be payable by way of water rate. Examples have been 
quoted to us of consumers paying many times the cost of the water used, 
calculated at the current meter rate. In extreme cases, because of the operation 
of the minimum charge, the cost to the consumer has exceeded £1 per thousand 
gallons. 

39. Another recurring complaint from this class of user is the lack of uniformity 
in charging systems throughout the countrytrlt is the normal practice of water 
undertakers to charge on a proportion only of net annual value but there is no 
consistency in the proportions used nor in the type of premises to which they 
apply. 

40. Whilst we recognise that conditions vary from undertaking to undertaking— 
particularly in the ratio of commercial to other properties— we consider that 
there is a case for more uniformity in the system of charges. 

41. As in the case of dwellings, we have been unable to find a simple basis for 
determining charges which offers substantial advantage over the traditional 
method of a rate related to net annual value. We therefore recommend that this 
system be retained but that the proportions of net annual value on which rates 
are levied should in most cases be lower than at present, that the types of 
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premises charged on lower proportions of net annual value should be standard- 
ised, that there should be extended scope for metering these supplies and that 
the minimum charge where a meter is installed should not be so high as to make 
the presence of the meter of no effect. 

42. In standardising the types of premises for the purpose of determining the 
proportions of net annual value on which charges should be based, we have 
tried to keep the list as simple as possible, relying on the right of either the 
undertaker or the consumer to have supply by meter if either be dissatisfied 
with the result of relying on the net annual value charge (see paragraphs 45 
and 47). We suggest the following categories: — 

(a) Premises of a residential nature, for example public institutions; 
hospitals; nursing homes; sanatoria; boarding schools; hostels; hotels; 
boarding houses; and similar premises. 

( ft ) Combined residential and commercial premises, for example combined 
house/shops; office blocks with resident caretakers; banks with 
manager’s flat over; public houses (without residential accommodation 
other than that used by the licensee and his family) dentists’ and doctors’ 
combined house/surgeries and similar premises. 

(c) Lock-up premises-, for example non-residential clubs ; places of public 
entertainment; assembly halls; business, trade or manufacturing 
premises. 

43. In considering the proportions of net annual value on which it would be 
reasonable to levy the water rate, we have assumed all premises to be valued 
on the same basis, as will be the case after the revaluation of 1963. The problem 
is therefore to relate the probable water consumption to the net annual value 
of the premises. 

44. We consider that in general occupants of premises in category (a) above 
will use as much water per £ of net annual value as people in ordinary houses; 
therefore the rate should be charged on the full net annual value of the premises. 
On the other hand, water consumption in lock-up premises (category (c)) is 
likely to be considerably less and we recommend that the rate should be based 
on not more than 50 per cent of net annual value. To reflect the combination 
of residential and commercial characteristics in premises in category (ft) we 
recommend that the water rate should be charged on, say, the first £150 of net 
annual value without any abatement, and on the balance of the net annual value 
the charge should be that which would apply to premises in category (c). 

Chapter 7 

METERING OF WAfS'R LllSED IN DWELLINGS, 
COMMERCIAL AND SIMILAR PREMISES 

45. Whilst recommending the retention of a system of charging based on net 
annual value, we recognise that this cannot give a sufficiently fair result in every 
case. In particular, premises with very high rateable values and a modest con- 
sumption of water, may still be paying far more per thousand gallons of water 
consumed than the current charge for metered supplies. We therefore recom- 
mend that if a consumer is required to pay more than the cost of a specified 
number of gallons of water calculated on the current meter charge, he should be 
allowed to have his supply by meter if he chooses. A reasonable number of 
gallons would be 50,000 per quarter. (This is equivalent to £25 per annum at a 
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typical meter charge of 2s. 6d. per thousand gallons). The consumer who elected 
to have a meter would then pay for the actual amount of water used subject to 
a minimum charge equal to the annual sum at which the option to meter 
operated. The cost of installing and removing the meter (but not the cost of the 
meter itself) should in these circumstances be borne by the consumer. 

46. Primarily this option will apply to commercial and similar premises, but 
there are likely to be some dwellings with high net annual values similarly 
paying a heavy charge per thousand gallons of water used, particularly if supple- 
mentary charges are made for other purposes such as garden watering, to which 
the option will also apply. 

47. On the other hand we think that in any case where the water undertakers 
consider that consumption is likely to be excessive in relation to the sum payable 
by reference to the net annual value of the premises, together with additional 
charges (if any) they should be able either to negotiate a suitable payment with 
the consumer or, alternatively, require the supply to be taken by meter. In the 
case of dwellings we expect this situation to arise most frequently where gardens 
are watered by means of sprinklers or other automatic devices (see paragraphs 
36 and 37) but it can also arise where the supply is used for filling a swimming 
pool, for ornamental fountains or for operating any apparatus which relies on 
running water. Where the water undertakers require a meter to be installed, 
they should bear the cost of both meter and installation. The minimum charge 
would be either the sum of the water rate based on net annual value and any 
additional charges which would otherwise be payable, or the specified sum at 
which the consumer could ask to be metered, whichever was the lesser. 

Chapter 8 

WATER USED IN INDUSTRIAL PREMISES 

48. All supplies of water for non-domestic purposes are at present subject to 
section 27 of the Water Act 1945, which provides that the terms and conditions 
of supply shall be as agreed between the water undertakers and the consumer 
or, failing agreement, as determined by the Minister, or by an arbitrator 
appointed by him. 

49. Such supplies are almost invariably given by meter. Water undertakers 
usually charge for them in accordance with a tariff applying to all metered 
supplies. This practice accords with our view that there is no reason to dis- 
tinguish, for charging purposes, between domestic and non-domestic uses of 
water. 

50. From the evidence we have received, there is little dissatisfactio#twith the 
method and amount of charge for water used in this type of premises. On the 
other hand, present methods of charging do nothing to encourage economy in 
the use of water. The tariffs of many water undertakers are based on a reducing 
scale for larger quantities. Indeed some scales which are framed so that total 
use determines the rate of charge for the whole consumption may even be said 
to encourage waste in order to ensure that the quantity of water passing through 
the meter will result in the entire consumption attracting a lower rate of charge. 

51. Most of the evidence we received suggests that the cost of water in industry 
is often such a relatively small factor in total production costs that economy in 
its use is unlikely to be encouraged by any charge remotely related to the current 
cost of water. We record here in passing the suggestion made to us that a 
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revision of byelaws affecting water usage would be more conducive to economy. 
The possibility of inducing industry to economise in the use of water other than 
by a variation in the general charging code may well merit consideration. 

52. We do not consider that there is a case, as a general rule, for giving metered 
supplies on any basis other than a flat charge per thousand gallons supplied. 
The administrative saving in affording a large supply is not sufficient to warrant 
the sharply reducing scales which some water undertakers operate. The charge 
per thousand gallons should reflect the full cost to the water undertakers of 
producing and distributing the water including capital charges. Industrial users 
should not be subsidised by other water users or by subventions from the general 
rate fund but neither should they be called upon to pay more than their fair 
share of the total costs of the undertaking. We do not, however, advocate the 
withdrawal of powers to negotiate special agreements when it is right and proper 
for exceptional arrangements to be made with a consumer. 

53. Minimum charges for industrial supplies are determined in a wide variety 
of ways. Some are fixed annual sums; some are expressed in terms of the 
quantity of water taken; others in terms of the size of the connection; and a 
few are related to the net annual value of the premises. In so far as these supplies 
come within the general charges framework we see no reason why the minimum 
charge should not be the same as for metered supplies to dwellings or to com- 
mercial premises, as outlined in paragraphs 45 and 47, except that where a meter 
larger than 1 inch in diameter is required, the minimum charge should be 
proportionately larger. 

Chapter 9 

WATER USED FOR OTHER PURPOSES 

54. Special charging arrangements are necessary for certain supplies because 
of the manner in which the water is taken or for other reasons. 

Stand-by and seasonal supplies 

55. We have received representations that some undertakings are harsh in 
imposing high minimum charges in respect of supplies used merely for emergency 
purposes. The main complaints are from horticulturists who may not use any 
water at all in a wet season but who require a large supply in dry spells. They 
contend that they should pay only for the water used. It is necessary for the 
capacity of the undertaking to be sufficient to meet peak demands which usually 
coincide with the time of lowest supplies; plant must be provided and main- 
tained accordingly. 

56. Similarly, users such as canning factories and some hotels and boarding 
houses place special seasonal burdens on the undertaking. It is proper that 
this feature should not become obscured by the system of charging applied. 
For this reason we think that it is right for quarterly (not annual) minimum 
charges to be levied whether water is used or not. In fact where the burden is 
particularly onerous we consider that there is scope for negotiation outside the 
general charges framework, as envisaged in paragraph 52 above. 

Water required for building purposes 

57. It has been evident.for some time that there is dissatisfaction in the building 
industry with the methods adopted by some water undertakers in assessing 
charges for water used for building purposes. The dissatisfaction arises mainly 
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where charges are related to contract costs and the consumer is refused any 
right to a metered supply. Some water undertakers are reluctant to agree to 
metering because of the special difficulties of satisfactorily installing and pro- 
tecting meters on building sites. They are also alive to the possibility of the use 
of the metered supply being reduced or avoided as soon as water for other 
purposes is laid on to the site. Supplies for house building are particularly 
exposed to this kind of risk. 

58, Whilst we do not minimise these difficulties, we think that building con- 
tractors should be given the right to take supplies by meter whenever they are 
prepared to pay the full cost of installing and removing the meter and be 
responsible for any damage to it. Contractors are only likely to exercise this 
option in cases where they consider that charges imposed by water undertakers 
on a contract basis are unreasonable. Where supplies are metered we suggest 
that the minimum charge should be 12s. 6d. per quarter. 

Water required for farm field supplies 

59. We have considered representations that water charges are unreasonably 
high where ley fanning is practised. Under this system, fields are used in 
rotation for grazing so that although each field requires a water supply for the 
period when stock are in it, there will be recurrent periods of three or four years 
at a time whilst the field is arable when no water supplies are required. The 
suggestion put to us is that all supplies to a farm should be aggregated for the 
purpose of calculating minimum charges. We think that this would not result 
in fair charges being made in all cases, and also that it is administratively 
simpler for each supply to be dealt with separately. We consider it preferable 
for meters to be removed when a particular supply will not be required, the 
cost of removal to be borne by the consumer. A minimum charge of 12s. 6d. 
per quarter for each connection would in our opinion be appropriate for these 
supplies. 



Water required for public purposes 

60. Most water undertakers meter supplies used by local authorities for such 
purposes as public swimming baths, washhouses, street and sewer cleansing, 
and the watering of public gardens. We think that it is reasonable that the cost 
of these supplies should be met by the rate-payers at large and recommend that 
if for any reason it is impracticable to meter the supplies, a fixed payment 
related to the cost of the estimated quantity of water consumed should be made 
from the general rate fund by the services concerned. We do not consider that 
there should be concessional terms for such supplies as is often the practice. 



Water used for fire-fighting 

61. The normal, though not invariable, practice in this country is for water 
undertakers to fix hydrants on their mains (other than trunk mains) at points 
selected by the Fire Authority or by owners or occupiers of factories, the cost 
being met by the applicant. Any person may then take water from the hydrant 
to extinguish a fire without paying for the water used. 

62. We have sought information from other European countries about their 
practice in providing water for fire-fighting. Most do not charge for the water 
used for fire-fighting although in at least one country there is an annual main- 
tenance charge assessed by reference to the diameter of the hydrant and a 
further charge every time the seal is broken. 
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63. The general principle we have adopted would suggest that the cost of water 
used for public fire-fighting should be borne by the rate-payers at large rather 
than by water consumers as a group. However, because of the public advantage 
in controlling outbreaks of fire effectively, and the tradition of free water for 
this purpose, we regard a departure from our general principle as justified and 
recommend no change in existing practice. 

64. The evidence we have received about charges for private fire-fighting 
installations has been very divided. Many owners of premises install at sub- 
stantial expense elaborate fire-fighting systems, and they are aggrieved at being 
called upon to pay an annual charge mainly in respect of the potential use of 
water. Some water undertakers maintain that as provision has to be made for 
this potential demand, it is only right to exact payment from the person requir- 
ing the service. In our opinion these installations, by enabling outbreaks of fire 
to be controlled more readily, if anything reduce the likely consumption of 
water for fire-fighting. There is therefore some public advantage and some 
advantage to the water undertakers in the existence of the private fire-fighting 
system. So long as no charge is to be made to the public for maintaining 
supplies at hydrants or for water used in fire-fighting, we consider that there 
is no sufficient reason to charge for maintaining supplies to private fire-fighting 
installations or for water used by them. We consider, however, that the water 
undertakers should be entitled to recover the cost of maintaining any separate 
fire main or communication pipe and also of periodically testing the system 
and resealing the appliances. 



Chapter 10 

CENTRAL CONTROL 

65. In considering, as the second part of our terms of reference requires, 
whether maximum charges should continue to be prescribed by enactment it 
was necessary for us to examine existing control over water undertakers. This 
can be briefly summarised as follows. 

66. Control over water companies is exercised under local Acts and orders by : — 

(a) limiting the raising of capital; 

(b) limiting the payment of dividends ; 

(c) limiting contributions to reserve and contingency funds ; 

(d) limiting the balance of the net revenue account which can be carried 
forward to the following year; 

( e ) controlling rates and charges. 

67. LocaLauthority undertakers fall into two categories; those operating under 
local Acts and orders and those operating wholly or mainly under the Public 
Health Act 1936. Control is exercised over those operating under local Acts 
and orders in the following ways : — 

(a) through loan sanction (that is by controlling the raising of loans for 
capital works); 

(b) by prescribing the purposes to which revenue or other moneys may 
be applied ; 

(c) by limiting the size of reserve funds and contributions thereto; 

(d) by controlling rates and charges. 

Control over local authorities operating under the Public Health Act 1936 
is less complete. Rates and charges (except for metered supplies) are not subject 
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to limitation and as there is no statutorily separate water account, income from 
the water undertaking can normally be applied, to the relief of the general rate, 
or deficiencies can be recouped, to the extent the authority think fit. 

68. Because water undertakers are not only monopolists but are supplying an 
indispensable commodity, we think it is in the puhlic interest to ensure that 
rates and charges are no higher than is necessary for the efficient performance 
of statutory duties in relation to water supply. 

69. We have first considered to what extent this object is already achieved 
indirectly by existing controls operating otherwise than on maximum rates 
and charges. Broadly speaking, control over the disposition and borrowing of 
moneys limits the purposes for which money can be spent and in particular 
regulates the amount of capital expenditure that can be incurred. To this extent, 
therefore, it controls the amount of money that can be raised by way of water 
rates and charges above that required to meet the normal operating expenses 
of the undertaking. This is particularly true of local authorities operating under 
local Acts and orders but the position of water companies is not basically 
different. 

70. This may suggest that control of rates and charges themselves is not essential 
in order to protect the interest of the consumer. We think it would he unfor- 
tunate, in reliance on these indirect controls, to do away with the one control 
which the consumer can appreciate as having a direct bearing on the amount 
he may be called upon to pay. In any case, in the context of water supply, it 
would not be right to leave water undertakers entirely free to fix or alter their 
own rates and charges without reference to any independent supervisory 
authority. Such reference seems to us desirable to guard against the possibility 
of unreasonable expenditure, to provide some check on efficiency, to afford a 
formally regulated opportunity for consumers to make representations, and an 
occasion for review of the financial operation of undertakings. 

71. Satisfied that some control should be perpetuated, we considered whether 
the prescription of maximum rates and charges is an effective means of control. 
Its effectiveness primarily depends on the relative levels of actual and maximum 
rates and charges. Whenever maximum rates and charges are prescribed they 
must clearly allow some headroom for unforeseen expenditure or rise in costs ; 
sometimes there must be an unusually wide margin in view of impending 
capital expenditure which will involve raising additional income. Apart from 
this if the margin is so wide as to permit a substantial rise in rates and charges 
without the need to seek approval, the control is for practical purposes in- 
effective. The position varies considerably among undertakers; it depends on 
when maximum rates and charges were last prescribed, how wide a margin was 
then allowed, and how far the relationship between actual and authorised 
maximum rates has since been upset by rating revaluations. The last factor is 
of particular significance; if a revaluation largely increases the total annual 
value on which the water rate is based, the consequent adjustment in the amount 
of the rate may make the maximum rate for unmetered supplies ineffective for 
a long time ahead. 

72. Accordingly we have examined other possible methods of controlling rates 
and charges, including the arrangements in operation in the public transport, 
gas and electricity industries. The circumstances of these industries and their 
mode of organisation differ greatly from those of the water industry, and we 
did not find anything in the arrangements which could usefully be applied. We 
have also examined the suggestion that in place of his power to prescribe 
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maximum rates and charges, the Minister should have a power to vary the 
actual rates and charges levied by water undertakers if there were sustained 
and justified complaint. We are satisfied that it would not be practical for the 
Minister to reduce the rates and charges currently levied by undertakers, and 
that any other variation could only take the form of a reimposition of maximum 
rates and charges control in piecemeal fashion. 

73. In short, we have been unable to find any satisfactory or practical alter- 
native to the control of maximum rates and charges and we recommend that 
they should continue to be prescribed by the Minister. At the same time we 
think it is desirable that any necessary steps be taken to ensure that the 
prescribed maximum rates remain realistic. Furthermore it should in our opinion 
be the ultimate aim to bring all water undertakings, including those operating 
under the Public Health Act code, within the scope of this control. 

74. As explained in the footnote to paragraph 17 we are advised that generally 
speaking the prescribed maximum rates and charges, both for metered and 
unmetered supplies, apply only to supplies taken for domestic purposes; most 
supplies for non-domestic purposes are subject to agreement or determination 
under the terms of Section 27 of the Water Act 1945. In keeping with our 
previous recommendations we consider that prescribed charges for water 
supplied by meter should generally apply to all such supplies, regardless of the 
purpose for which they are taken. We understand that in practice most under- 
takers regard the prescribed charge as being of general application, and we 
approve this attitude. As stated in paragraph 52, however, we think there 
should continue to be scope for supplies subject to special requirements to be 
given on individually negotiated terms. In such cases we also think there should 
continue to be provision for determination, in the event of disagreement, by 
the Minister or by an arbitrator appointed by him. 

75. As we recommend the retention and, indeed, the extension to all under- 
takings, of control by way of prescription of maximum rates and charges, we 
have reviewed the rights of consumers to seek variation of them. Where the 
present control applies consumers have the following rights : — 

(а) Twenty or more consumers (or a local authority within the limits of 
supply) can apply for an order varying the rates and charges which the 
undertaking is authorised to levy; but only in exceptional circumstances 
can the Minister alter rates and charges within five years of the preced- 
ing variation. 

(б) Individual consumers (or the local authority, or any other interested 
party) can object to an application by water undertakers for an order 
to vary rates and charges, or to any charging proposals contained in 
a regrouping order. 

We think these safeguards are adequate for unmetered consumers. It is likely 
however to be excessively difficult to assemble twenty metered consumers, and 
we think that in view of the diminution of rights of complaint under Section 27 
of the Water Act implied by our recommendation in paragraph 74, equity 
requires that a much lower number of such consumers, acting in combination, 
should have the same rights as the twenty. We think that ten metered consumers 
should be permitted to initiate an application for variation of rates and charges. 
With this adjustment the situation should be satisfactory. If water undertakers 
initiate the proposal to vary rates and charges it is open to anyone, either 
individually or collectively, to object without formality; if the consumer 
wishes to initiate the proposal, he must obtain the co-operation of others and 
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comply with certain procedures. If there is any material grievance these require- 
ments do not represent, in our opinion, any obstacle to its redress; absence of 
such requirements could encourage and facilitate proposals of a misconceived 
nature. 

76. It was represented to us that the amount of information available to 
consumers and others on which to base an objection is often insufficient. We 
have examined the list of items of information which the Ministry require 
water undertakers to submit in support of an application to vary maximum 
rates and charges. We think that similar information which we have listed in 
Appendix III should be made available to interested parties. We recommend 
that the obligation upon water undertakers seeking a variation of rates and 
charges should be to make this information available for inspection, though we 
would think it good practice for them to supply copies on payment of a suitable 
fee. 



Chapter 11 

PRINCIPAL CONCLUSIONS AND RECOMMENDATIONS 

77. General principles 

(1) Water should be regarded as a saleable commodity and should be charged 
for as far as possible by quantity (paragraph 21). 

(2) The purpose for which water is used should not affect the price paid for 
it (paragraphs 24 and 25). 

(3) Water undertakers should, unless there are very exceptional circumstances, 
obtain a sufficient income from water rates and charges (paragraph 22). 

(4) In general one class of consumer should not subsidise another 
(paragraph 23). 

(5) Payment by a consumer should be commensurate with the demand made 
on the water undertakers ; minimum charges should be fixed with this in mind 
(paragraphs 20, 34, 45, 47 and 53). 

78. Water used in dwellings 

(6) Universal metering would be the fairest method of charging for water 
but is at present impracticable (paragraph 28). 

(7) The net annual value basis of charging for water should be retained 
(paragraphs 29 to 33). 

(8) Water undertakers should be empowered to make additional charges 
where gardens are watered by hoses or sprinklers (paragraphs 36 and 37). 

79. Water used in commercial and similar premises 

(9) More uniformity of basis of charge for these types of premises is desirable 
(paragraphs 40 and 41). 

(10) Net annual value should be retained as the basis of charging but for 
lock-up premises in particular, the rate should be calculated on a proportion 
only of the net annual value (paragraph 41). 

80. Metering of water used in dwellings, commercial and similar premises 

(11) Where the net annual value basis is likely to give an unrealistic result, 
either the consumer or the water undertakers should be able to opt to have the 
supply metered (paragraphs 45 to 47). 
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81 . Water used in industrial premises 

(12) A flat rate per thousand gallons metered should be the normal method 
of charging for industrial supplies (paragraph 52). 

(13) Provision should be retained for special agreements outside the normal 
charges frame-work to meet exceptional cases (paragraph 52). 

82. Water used for other purposes 

(14) Where water is required for stand-by and seasonal purposes the charge 
should be related to the service provided (paragraphs 55 and 56). 

(15) Water for building purposes should be supplied by meter where the 
contractors prefer this method and are prepared to pay the full cost of installing 
and removing the meter (paragraph 58). 

(16) Minimum charges for farm field supplies should be based on individual 
connections (paragraph 59). 

(17) Water used for public purposes should as far as possible be paid for by 
the ratepayers at large on a quantity basis (paragraph 60). 

(18) Water used for fire-fighting should continue to be free of charge (para- 
graphs 61 and 63). 

(19) No charge should be made for providing a supply to private fire-fighting 
installations nor for water used by them but the water undertakers should be 
entitled to recover certain costs (paragraph 64). 

83. Central control 

(20) There is substantial control over the finances of water undertakers 
operating under local Acts and orders but supervision of charging matters by 
an independent authority is desirable (paragraphs 65 to 70). 

(21) Control of maximum rates and charges should be retained and extended 
to all statutory water undertakers (paragraphs 71 to 73). 

(22) Steps should be taken to keep maximum authorised rates and charges 
realistic, particularly after revalutions (paragraph 73). 

(23) Prescribed maximum charges should apply to all supplies with the 
exception of those negotiated under special agreements (paragraph 74). 

(24) The right of a group of consumers or any affected local authority to 
apply for an order varying maximum rates and charges should be maintained. 
Twenty unmetered or ten metered consumers should be a sufficient group to 
apply in this way (paragraph 75). 

(25) The right of consumers and interested parties to object to applications 
made by water undertakers to vary their rates and charges should be maintained 
(paragraph 75). 

(26) Relevant information should be made available by the water under- 
takers to potential objectors on request (paragraph 76). 

84. Throughout our deliberations the Assessors appointed by the Ministry of 
Housing and Local Government have given us invaluable assistance. They have 
prepared a number of informative and helpful papers for our consideration and 
have at all times readily given us the benefit of their knowledge and experience. 
We are most grateful to them. The collation of the evidence submitted to us 
and the drafting of this report could only have been undertaken by a secretary 
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with a comprehensive knowledge of the problems before us and we wish to 
express our appreciation and thanks to Miss Farrar for the very considerable 
help we have received from her. 

John Cockram 
A. E. Fordham 
K. M. Hepburn 
Stanley Wm. Hill 
Norman R. Hood 
H. E. Hopthrow 
R. C. Jenking 
C. H. Pollard 
N. A. F. Rowntree 
Edwin T. Wadman 

J. Farrar 
C Secretary ) 

October, 1962. 
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Appendix I 



BODIES AND PERSONS SUBMITTING EVIDENCE 
( Oral as well as written evidence was given by those marked *) 

* Association of British Chambers of Commerce. 

Association of Municipal Corporations. 

* British Hotels and Restaurants Association. 

British Transport Commission. 

* British Waterworks Association. 

Bullingdon Rural District Council. 

Chartered Land Agents Society. 

Consumer Advisory Council. 

County Councils Association. 

Coventry Corporation Water Undertaking. 

Craven Water Board. 

Electricity Council. 

* Federation of British Industries. 

Federation of Civil Engineering Contractors. 

Federation of Master Builders. 

Fire Protection Association. 

A. D. Foulkes, Limited. 

Gas Council. 

Institute of British Launderers, Limited. 

* Institute of Municipal Treasurers and Accountants. 

Institution of Municipal Engineers. 

Joint Consultative Committee of Architects, Quantity Surveyors and Builders. 
Licensed Victuallers Defence League. 

London County Council. 

Malvern Urban District Council. 

* Metropolitan Water Board. 

Mid-Northamptonshire Water Board. 

Ministry of Works. 

* Multiple Shops Federation. 

National Alliance of Private Traders. 

* National Chamber of Trade. 

National Coal Board. 

* National Farmers’ Union. 

* National Federation of Building Trades Employers. 

National Federation of Owner Occupiers and Owner Residents Associations. 
National Union of Small Shopkeepers. 

Retail Distributors Association Incorporated. 

* Rural District Councils Association. 

Sheppey Water Board. 

South-East Breconshire Water Board. 

A. E. Spear, Esq. 

Tees Valley and Cleveland Water Board. 

Thanet Water Board. 

Thingoe Rural District Council. 

War Office. 

* Water Companies Association. 

Wey Valley Water Company. 

Yorkshire Agricultural Society. 
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Appendix II 

ADDITIONAL BODIES WHICH SUPPLIED 
INFORMATION 

Belgium (Socidte Nationale des Distributions d’Eau). 

Birmingham City Water Department. 

Brighton Corporation Waterworks. 

Bristol Waterworks Company. 

British Paper and Board Makers’ Association. 

Croydon County Borough Council. 

East Surrey Water Company. 

Fylde Water Board. 

Germany (Der Bundesminister fur Atomkernenergie und Wasserwirtschaft). 
Italy (Confederazione della Municipalizzazione). 

Kingston upon Hull City Corporation. 

Liverpool City Corporation. 

Manchester Corporation Waterworks. 

Ministry of Housing and Local Government. 

Ministry of Power. 

Netherlands (Vereniging van Exploitanten van Waterleidingbedrijven in 
Nederland). 

Appendix III 



INFORMATION WHICH IT IS SUGGESTED WATER UNDERTAKERS APPLYING FOR A 
VARIATION IN RATES AND CHARGES SHOULD MAKE AVAILABLE TO INTERESTED 
PARTIES. 

1 . Details of the proposed variations supported by a statement of the grounds 
on which the application is made. 

2. The rates and charges which it is estimated will be levied for the next five 
years and the date(s) from which they will be effective. 

3. Estimates for the current and each of the ensuing five years of total revenue 
income* and showing separately income from : — 

(1) unmetered supplies: — 

(a) water rate; 

(h) miscellaneous charges; 

(2) metered supplies ; 

(3) bulk supplies; 

calculated on the rates and charges outlined at 2 above and 

(4) income other than from supplies of water. 

4. Details of income received in each of the last three years under the headings 
in 3 above together with a schedule of the rates and charges levied in those 
years. 

5. A statement of capital works proposed in the next five years. 

6. Estimates for the current and each of the ensuing five years of total revenue 
expenditure* and showing separately: — 

(1) Loan charges and/or dividend and interest charges; 

(2) Transfers to funds and/or depreciation; 

(3) Rates; 

(4) Provision for taxation. 

* The assumptions on which any significant variations in the estimates have been made 
should be stated. 
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7. The total quantity of water supplied during each of the last three years and 
the estimated quantity to be supplied during the current and each of the next 
five years 

(1) unmetered; 

(2) metered; 

(3) bulk supplies. 

8. Estimated product of Id. water rate for the current year. 

To be made available for inspection 

In the case of local authority water undertakers, a copy of the accounts for the 
water undertaking for the last three years and in the case of a joint water 
board or a statutory water company, a copy of the accounts of the board or the 
company for the last three years. 

A copy of the local Acts and orders governing the levying of rates and charges 
and the application of revenue. 
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This report has been prepared by the Water Charges 
Sub-Committee of the Central Advisory Water Com- 
mittee appointed by the Minister of Housing and Local 
Government under section 2 of the Water Act 1945. 
The report was adopted by the main Committee on 
1st February, 1963. 
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